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INDEPENDENT AUDITORS’ REPORT

Tri-County Special Education
Cooperative No. 607
Independence, Kansas

Report on the Financial Statement

We have audited the accompanying fund summary statement of regulatory basis receipts,
expenditures, and unencumbered cash balances of the Tri-County Special Education Cooperative
No. 607, Independence, Kansas, as of and for the year ended June 30, 2018 and the related

notes to the financial statement.

Management’s Responsibility for the Financial Statement

Management is responsible for the preparation and fair presentation of this financial statement in
accordance with the Kansas Municipal Audit and Accounting Guide as described in Note 1; this
includes determining that the regulatory basis of accounting is an acceptable basis for the
preparation of the financial statement in the circumstances. Management is also responsible for
the design, implementation and maintenance of internal control relevant to the preparation and fair
presentation of the financial statement that is free from material misstatement, whether due to

fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on the financial statement based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States
of America, the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States and the Kansas Municipal
Audit and Accounting Guide. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statement is free of material misstatement.

An audit involves performing procedures to obtain: audit evidence about the amounts and
disclosures in the financial statement. The procedures selected depend on auditor’s judgment,
including the assessment of the risks of material misstatement of the financial statement, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the financial statement in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express
no such opinion. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of significant accounting estimates made by management, as well as
evaluating the overall presentation of the financial statement.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.
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Basis for Adverse Opinion on U.S. Generally Accepted Accounting Principles
As described in Note 1 of the financial statement, the financial statement is prepared by the
Tri-County Special Education Cooperative No. 607 on the basis of the financial reporting
provisions of the Kansas Municipal Audit and Accounting Guide, which is a basis of accounting
other than accounting principles generally accepted in the United States of America.

The effects on the financial statement of the variances between the regulatory basis of
accounting described in Note 1 and accounting principles generally accepted in the United
States of America, although not reasonably determinable, are presumed to be material.

Adverse Opinion on U.S. Generally Accepted Accounting Principles

In our opinion, because of the significance of the matter discussed in the “Basis for Adverse
Opinion on U.S. Generally Accepted Accounting Principles” paragraph, the financial statement
referred to above does not present fairly, in conformity with accounting principles generally
accepted in the United States of America, the financial position of the Tri-County Special
Education Cooperative No. 607, as of June 30, 2018 or changes in financial position and cash
flows thereof for the year then ended.

Unmodified Opinion on Regulatory Basis of Accounting

In our opinion, the financial statement referred to above presents fairly, in all material respects,
the aggregate cash and unencumbered cash balance of the Tri-County Special Education
Cooperative No. 607, as of June 30, 2018, and the aggregate receipts and expenditures for
the year then ended in accordance with the financial reporting provisions of the Kansas
Municipal Audit and Accounting Guide described in Note 1.

Other Matters

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the fund summary
statement of regulatory basis receipts, expenditures, and unencumbered cash balances (basic
financial statement) as a whole. The individual fund schedules of regulatory basis receipts and
expenditures (Schedule 1 as listed in the table of contents) are presented for analysis and are
not a required part of the basic financial statement; however, they are required to be presented
under the provisions of the Kansas Municipal Audit and Accounting Guide. The schedule of
expenditures of federal awards (Schedule 2 as listed in the table of contents) is required by
Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards, and is also not a required part of the
basic financial statement. Such information is the responsibility of management and was
derived from and relates directly to the underlying accounting and other records used to
prepare the basic financial statement. The information has been subjected to the auditing
procedures applied in the audit of the basic financial statement and certain additional
procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statement or to the basic
financial statement itself, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the information
is fairly stated in all material respects in relation to the basic financial statement as a whole, on
the basis of accounting described in Note 1.

We also previously audited, in accordance with auditing standards generally accepted in the
United States of America, the basic financial statement of Tri-County Special Education
Cooperative No. 607 as of and for the year ended June 30, 2017 (not presented herein), and
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have issued our report thereon dated March 13, 2018, which contained an unmodified opinion
on the basic financial statement. The June 30, 2017 basic financial statement and our
accompanying report are not presented herein, but are available in electronic form from the
web site of the Kansas Department of Administration at the following link
http://admin.ks.gov/offices/chief-financial-officer/municipal-services. The June 30, 2017 actual
column (2017 comparative information) presented in the individual fund schedules of
regulatory basis receipts and expenditures for the year ended June 30, 2018 (Schedule 1 as
listed in the table of contents) is presented for purposes of additional analysis and is not a
required part of the basic financial statement. Such June 30, 2017 comparative information is
the responsibility of management and was derived from and relates directly to the underlying
accounting and other records used to prepare the June 30, 2017 basic financial statement.
The June 30, 2017 comparative information was subjected to the auditing procedures applied
in the audit of the June 30, 2017 basic financial statement and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and
other records used to prepare the June 30, 2017 basic financial statement or to the June 30,
2017 basic financial statement itself, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the
June 30, 2017 comparative information is fairly stated in all material respects in relation to the
basic financial statement as a whole for the year ended June 30, 2017, on the basis of
accounting described in Note 1.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
December 11, 2018, on our consideration of the Cooperative’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements and other matters. The purpose of that report is solely to
describe the scope of our testing of internal control over financial reporting and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the
Cooperative’s internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in
considering the Cooperative’s internal control over financial reporting and compliance.

Q%uéa/f' M
YBRKES & MICHELS, CPA, LLC
Independence, Kansas

December 11, 2018



Fund

Governmental Type Funds:
General Fund

Special Purpose Funds:
Inservice Fund
SPECTRA Fund
SEK Academy General Fund
Facilities Budget Fund
Continuous Improvement Grant Fund
Tri-Co Fund

Total Reporting Entity

TRI-COUNTY SPECIAL EDUCATION
COOPERATIVE NO. 607
INDEPENDENCE, KANSAS

SUMMARY STATEMENT OF RECEIPTS, EXPENDITURES

AND UNENCUMBERED CASH
Regulatory Basis
For the Fiscal Year Ended June 30, 2018

STATEMENT 1

Beginning Ending Outstanding
Unencumbered Prior Year Unencumbered Encumbrances Ending
Cash Balance Cancelled Cash Balance and Accounts Cash Balance
July 1, 2017 Encumbrances Receipts Expenditures June 30, 2018 Payable June 30, 2018
$ 2,168,888.03 $ 15.41 $ 10,072,795.38 $10,103,770.37 $ 2,137,928.45 $ 13,152.83 $ 2,151,081.28
10,711.66 - 28,473.99 20,856.69 18,328.96 345.00 18,673.96
755,009.17 - 1,413,953.72 2,058,766.13 110,196.76 33,918.14 144,114.90
70,589.16 - 321,465.00 343,466.41 48,587.75 16,758.64 65,346.39
530,323.36 - 70,000.00 510,192.58 90,130.78 163,288.31 253,419.09
7,422.66 - 71,872.00 71,872.00 7,422.66 29.66 7.452.32
17,385.30 - 16,071.05 16,842.83 16,613.52 - 16,613.52
$ 3,560,329.34 $ 15.41 $ 11,994,631.14 $ 13,125,767.01 $ 2,429,208.88 $ 227,492.58 $ 2,656,701.46

Composition of Cash

COMMUNITY NATIONAL BANK, INDEPENDENCE, KANSAS

Checking Account - Operating $ 1,922,874.62

Checking Account - Petty Cash 1,500.00
Checking Account - Savings 715,713.32
Checking Account - Tri-Co 16,613.52

2,656,701.46

Total

THE NOTES TO THE FINANCIAL STATEMENT ARE AN INTEGRAL PART OF THIS STATEMENT.

4.

$ 2,656,701.46




TRI-COUNTY SPECIAL EDUCATION
COOPERATIVE NO. 607
INDEPENDENCE, KANSAS
NOTES TO FINANCIAL STATEMENT

June 30, 2018

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

1A. MUNICIPAL FINANCIAL REPORTING ENTITY

Tri-County Special Education Cooperative No. 607 (Cooperative) is a municipal
corporation governed by an appointed seven-member board. The regulatory basis
financial statements include the transactions of the primary government.

The Cooperative's summary of receipts, expenditures and unencumbered cash includes
the accounts of all the Cooperative's operations. The Cooperative's major operation is to
develop and provide individualized student programming that promotes positive
relationships and leads to meaningful student outcomes. The administrative office is
centrally located and supported by seven Unified School Districts through a cooperative
inter-local agreement. The scope of the entity for financial reporting purposes is
designed as those funds for which the Cooperative has oversight responsibility and is
primarily accountable. Fiscal management responsibility is control of the collection and
disbursement of funds. The Cooperative is governed by a board consisting of one
representative from each of the seven participating school districts.

1B. BASIS OF PRESENTATION AND BASIS OF ACCOUNTING

Regulatory Basis of Accounting and Departure from Accounting Principles generally
accepted in the United States of America. The KMAAG regulatory basis of accounting
involves the recognition of cash, cash equivalents, marketable investments, and certain
accounts payable and encumbrance obligations to arrive at a net unencumbered cash
and investments balance on a regulatory basis for each fund, and the reporting of
changes in unencumbered cash and investments of a fund resulting from the difference
in regulatory basis receipts and regulatory basis expenditures for the fiscal year. All
recognized assets and liabilities are measured and reported at cost, unless they have
been permanently impaired and have no future cash value or represent no future
obligation against cash. The KMAAG regulatory basis does not recognize capital assets,
long-term debt, accrued receivables and payables, or any other assets, liabilities or
deferred inflows or outflows, other than those mentioned above.

The municipality has approved a resolution that is in compliance with K.S.A. 75-
1120a(c), waiving the requirement for application of generally accepted accounting
principles and allowing the Cooperative to use the regulatory basis of accounting.

The accounts of the reporting entity are organized into funds, each of which is
considered to be separate accounting entities.

A fund is defined as an independent fiscal and accounting entity with a self-balancing set
of accounts recording cash and other financial resources, together with all related
regulatory liabilities and residual equities or balances, and changes therein, which are



TRI-COUNTY SPECIAL EDUCATION
COOPERATIVE NO. 607
INDEPENDENCE, KANSAS
NOTES TO FINANCIAL STATEMENT
June 30, 2018

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

segregated for the purpose of carrying on specific activities or attaining certain
objectives in accordance with special regulations, restrictions, or limitations.

The following types of funds comprise the financial activities of Tri-County Special
Education Cooperative No. 607, for the year ended June 30, 2018:

GOVERNMENTAL FUNDS

General Fund—the chief operating fund. Used to account for all resources except those
required to be accounted for in another fund.

Special Purpose Funds—used to account for the proceeds of specific tax levies and
other specific regulatory receipt sources (other than Capital Project and tax levies for
long-term debt) that are intended for specified purposes.

1C. REIMBURSEMENTS

The Cooperative records reimbursable expenditures in the fund that makes the
disbursement and records reimbursements as a receipt to the fund that receives the
reimbursement. For purposes of budgetary comparisons, the expenditures are properly
offset by the reimbursements under KMAAG regulatory basis accounting.

NOTE 2 — STEWARDSHIP, COMPLIANCE. AND ACCOUNTABILITY

2A. BUDGETARY INFORMATION

The budgetary process for Tri-County Special Education Cooperative is different from
that of a Unified School District. Tri-County does not receive any local tax money
directly. They prepare a budget which is approved by the Board, but not required to be
published. Their main source of funds is from the Unified School Districts, which are
members of the Cooperative, State of Kansas, and federal funding. Any local tax money
received comes through the member Unified School Districts and is part of those
Districts’ published budget.

2B. COMPLIANCE WITH KANSAS STATUTES AND OTHER FINANCE RELATED LEGAL
MATTERS

Pursuant to Kansas State Statute KSA 58-3935 unclaimed payroll checks are
considered unclaimed property after one year. A payroll check dated May 5, 2017 for
$40.00, was still outstanding as of June 30, 2018; therefore, the District is required to
send the check to unclaimed property.



TRI-COUNTY SPECIAL EDUCATION
COOPERATIVE NO. 607
INDEPENDENCE, KANSAS
NOTES TO FINANCIAL STATEMENT
June 30, 2018

2B. COMPLIANCE WITH KANSAS STATUTES AND OTHER FINANCE RELATED LEGAL
MATTERS (cont'd)

Management of the Cooperative is not aware of any other violations of compliance with
Kansas Statutes or violations of other finance related legal matters.

NOTE 3 - DEPOSITS AND INVESTMENTS

K.S.A. 9-1401 establishes the depositories which may be used by the Cooperative. The
statute requires banks eligible to hold the Cooperative's funds have a main or branch
bank in the county in which the Cooperative is located, or in an adjoining county if such
institution has been designated as an official depository, and the banks provide an
acceptable rate of return on funds. I[n addition, K.S.A. 9-1402 requires the banks to
pledge securities for deposits in excess of FDIC coverage. The Cooperative has no
other policies that would further limit interest rate risk.

K.S.A. 12-1675 limits the Cooperative’s investment of idle funds to time deposits, open
accounts, and certificates of deposit with allowable financial institutions; U.S.
Government securities; temporary notes; no-fund warrants; repurchase agreements; and
the Kansas Municipal Investment Pool. The Cooperative has no investment policy that
would further limit its investment choices.

Concentration of credit risk. State statutes place no limit on the amount the Cooperative
may invest in any one issuer as long as the investments are adequately secured under
K.S.A. 9-1402 and 9-1405.

Custodial credit risk — deposits. Custodial credit risk is the risk that in the event of a
bank failure, the Cooperative’s deposits may not be returned to it. State statutes require
the Cooperative’s deposits in financial institutions to be entirely covered by federal
depository insurance or by collateral held under a joint custody receipt issued by a bank
within the State of Kansas, the Federal Reserve Bank of Kansas City, or the Federal
Home Loan Bank of Topeka, except during designated “peak periods” when required
coverage is 50%. All deposits were legally secured at June 30, 2018.

At June 30, 2018, the Cooperative’s carrying amount of deposits was $2,656,701.46.
The bank balance was $3,901,814.78. Of the bank balance $250,000.00 was covered by
federal depository insurance, resulting in a custodial credit risk; however, $3,651,814.78
was collateralized with securities held by the pledging financial institution’s agents in the
Cooperative’s name.

Custodial credit risk — investments. For an investment, this is the risk that, in the event
of the failure of the issuer or counterparty, the Cooperative will not be able to recover the



TRI-COUNTY SPECIAL EDUCATION
COOPERATIVE NO. 607
INDEPENDENCE, KANSAS
NOTES TO FINANCIAL STATEMENT
June 30, 2018

NOTE 3 - DEPOSITS AND INVESTMENTS (cont'd)

value of its investments or collateral securities that are in the possession of an outside
party. State statutes require investments to be adequately secured.

At June 30, 2018, the Cooperative had no investments.

NOTE 4 — LONG-TERM DEBT

For the fiscal year ended June 30, 2018 the Cooperative had no long-term debt.

NOTE 5 - DEFINED BENEFIT PENSION PLAN

Plan description. The Cooperative participates in the Kansas Public Employees
Retirement System (KPERS), a cost-sharing, multiple-employer defined benefit pension
plan as provided by K.S.A. 74-4901, etc. seq. Kansas law establishes and amends
benefit provisions. KPERS issues a publicly available financial report that includes
financial statements and required supplementary information. KPERS' financial
statements are included in its Comprehensive Annual Financial Report which can be
found on the KPERS website at ww.kpers.org or by writing to KPERS (611 South
Kansas, Suite 100, Topeka, Kansas 66603) or by calling 1-888-275-5737.

Contributions. K.S.A. 74-419 and K.S.A. 74-49,210 establish the KPERS member-
employee contribution rates. KPERS has multiple benefit structures and contribution
rates depending on whether the employee is a KPERS 1, KPERS 2 or KPERS 3
member. KPERS 1 members are active and contributing members hired before July 1,
2009. KPERS 2 members were first employed in a covered position on or after July 1,
2009 and KPERS 3 members were first employed in a covered position on or after
January 1, 2015. Effective January 1, 2015, Kansas law established the KPERS
member-employee contribution rate of 6% of covered salary for KPERS 1, KPERS 2 and
KPERS 3 members. Member contributions are withheld by their employer and paid to
KPERS according to the provisions of Section 414(h) of the Internal Revenue Code.

State law provides that the employer contribution rates for KPERS 1, KPERS 2 and
KPERS 3 be determined based on the results of each annual actuarial valuation. Kansas
law sets a limitation on annual increases in the employer contribution rates. The
actuarially determined employer contribution rate (not including the 1% contribution rate
with a 0% moratorium for the period of July 1, 2017 through September 30, 2017 for the
Death and Disability Program) was 10.81% for the fiscal year ended June 30, 2017. The
actuarially determined employer contribution rate was 12.01% for the fiscal year ended
June 30, 2018. Per 2016 House Substitute for Senate Bill 161, Section 98(a)(1), state
general fund and expanded lottery act revenue funds for employer contributions to
KPERS were deferred. The amount deferred for school contributions was $92,917,091



TRI-COUNTY SPECIAL EDUCATION
COOPERATIVE NO. 607
INDEPENDENCE, KANSAS
NOTES TO FINANCIAL STATEMENT

June 30, 2018

NOTE 5 - DEFINED BENEFIT PENSION PLAN (cont'd)

for the fiscal year ended June 30, 2016 and the anticipated repayments per SB249 were
nullified per HB2052 during fiscal year 2017.

The State of Kansas contribution to KPERS for all school municipalities for the year
ending June 30, 2017, received as of June 30th was $304,596,361. Per 2017 Senate
Substitute for House Bill 2052, Section 37(a), state general fund employer contributions
to KPERS were decreased by $64,130,234 for the fiscal year ended June 30, 2017.
Section 43(17) of the bill also stipulates that repayments of the reduced contributions are
to be amortized over twenty years at a level dollar amount commencing in fiscal year
2018. The level dollar amount was computed to be $6.4 million dollars per year.

The State of Kansas is required to contribute the statutory required employer ’s share
except for retired District employees. The District is responsible for the employer’s
portion of the cost for retired District employees. The District received and remitted
amounts equal to the statutory contribution rate, which totaled $475,520.67 for the year
ended June 30, 2018.

Net Pension Liability

At June 30, 2018, the Cooperative’s proportionate share of the collective net pension
liability reported by KPERS was $382,486.60. The net pension liability was measured as
of June 30, 2017 and the total pension liability used to calculate the net pension liability
was determined by an actuarial valuation as of December 31, 2016, which was rolled
forward to June 30, 2017. The Cooperative’s proportion of the net pension liability was
based on the ratio of the Cooperative's contributions to KPERS, relative to the total
employer and non-employer contributions of the State/School subgroup within KPERS
for the fiscal year ended June 30, 2017. Since the KMAAG regulatory basis of
accounting does not recognize long-term debt, this liability is not reported in these
financial statements.

The complete actuarial valuation report including all actuarial assumptions and methods,
and the report on the allocation of the KPERS collective net pension liability to all
participating employers are publicly available on the website at www.kpers.org or can be
obtained as described above.

NOTE 6 — INTERFUND TRANSFERS

For the fiscal year ended June 30, 2018 no operating transfers were made.



TRI-COUNTY SPECIAL EDUCATION
COOPERATIVE NO. 607
INDEPENDENCE, KANSAS
NOTES TO FINANCIAL STATEMENT
June 30, 2018

NOTE 7 - RISK MANAGEMENT

The Cooperative is exposed to various risks of loss related to torts; theft of, damage to
and destruction of assets; errors and omissions; injuries to employees; and natural
disasters for which the Cooperative carries commercial insurance. Settlements of claims
resulting from these risks have not exceeded coverage during the past three fiscal years.

NOTE 8 — OTHER LONG-TERM OBLIGATIONS FROM OPERATIONS

8A. Sick Leave

The board will provide sick leave of ten (10) days at the beginning of the contract year
for all certified staff. The sick leave will be credited on the first day taught and will be
prorated if a staff member is employed for less than full time or a complete year. Leaves
of less than one half day will be counted as one half day, more than one half day will be
counted as one full day. Sick leave can accumulate to fifty (50) days for a maximum of
sixty (60) days of usable sick leave per school term. If the staff member does not have
fifty (50) days accumulated leave, the days remaining at the end of the contract year will
be credited to accumulated leave and carried to the next contract year. The ten (10)
days granted under the Temporary Leave fund (see next paragraph) must be used
before any accumulated leave may be used. Sick leave may be used for sickness,
disability, and bereavement.

8B. Temporary Leave

A Temporary Leave Fund will be established for each certified staff member with fifty
(50) accumulated sick leave days prior to the current contract year for $750.00 (10 days
at $75.00 per day). Each absence, sick leave and bereavement leave, will cause a
reduction to be charged to the fund. The amount remaining in the fund at the end of the
contract year will be paid on or before the June 24" paycheck, provided the staff
member has accumulated leave of fifty (50) days remaining. Temporary leave days (10)
per school term for those eligible must be charged before a staff member can draw on
accumulated leave.

8C. Personal Leave

Personal business leave must be requested in advance and on the proper form provided
by the Director. Two (2) days personal business leave will be allowed for all
certified/licensed staff each year. Certified/licensed staff may not take personal
business leave on the day preceding or the day following a holiday or during the first and
last week of school except under extenuating circumstances and with the Director’s
approval. For employees with five (5) or more years of experience, one (1) unused
personal leave day per year can be added to the following year with a total accumulation

-10-



TRI-COUNTY SPECIAL EDUCATION
COOPERATIVE NO. 607
INDEPENDENCE, KANSAS
NOTES TO FINANCIAL STATEMENT

June 30, 2018

NOTE 8 — OTHER LONG-TERM OBLIGATIONS FROM OPERATIONS (cont'd)

8C. Personal Leave (cont'd)

not to exceed three (3) personal leave days. Teachers that have at least five years
continuous employment with Tri-County Special Education Cooperative No. 607 will be
paid $75.00 for one (1) unused personal leave, as long as they began the school year
with three (3) accumulated days of personal leave and have not used over one of those
days by the end of the school year.

8D. Vacation

Employees with 12 month contracts earn vacation according to the following schedule:

Years of Service Vacation Earned
1-2 1 week
3-7 2 weeks
8-14 3 weeks
15 & over 4 weeks

The liability for accrued sick leave, temporary leave, personal leave and vacation days is
not reflected on the financial statements. Neither the actual or estimated liability was
available at June 30, 2018. The cost of vacation and sick pay are recognized as
expenditures when paid.

8E. Other Post Employment Benefits

As provided by K.S.A. 12-56040, the municipality allows retirees to participate in the
group health insurance plan. While each retiree pays the full amount of the applicable
premium, conceptually, the municipality is subsidizing the retirees because each
participant is charged a level of premium regardless of age. However, the cost of this
subsidy has not been quantified in this financial statement.

Under the Consolidated Omnibus Budget Reconciliation Act (COBRA), the Cooperative
makes health care benefits available to eligible former employees and eligible
dependents. Certain requirements are outlined by the federal government for this
coverage. The premium is paid in full by the insured. There is no cost to the Cooperative
under this program.
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TRI-COUNTY SPECIAL EDUCATION
COOPERATIVE NO. 607
INDEPENDENCE, KANSAS
NOTES TO FINANCIAL STATEMENT
June 30, 2018

NOTE 9 — USE OF ESTIMATES

The preparation of regulatory basis financial statements required management to make
estimates and assumptions that affect the reported amounts of expenditures during the
audit period, encumbrances outstanding and disclosure of contingencies at the end of
the audit period. Actual results could differ from the estimates.

NOTE 10 — CONTINGENT LIABILITIES

Management of the Cooperative and its Legal Counsel are not aware of any litigation
involving the Cooperative at this time.

NOTE 11 — FLEXIBLE BENEFIT PLAN (I.R.C. SECTION 125)

The Board adopted a salary-reduction flexible benefit plan under Section 125 of the
Internal Revenue Code. All full-time employees of the Cooperative are eligible to
participate in the plan beginning the first day of the month following employment. Each
employee may elect to reduce his or her salary to purchase benefits through the plan.
Currently benefits offered through the plan involve health insurance, cancer insurance,
childcare expenses and unreimbursed medical expenses.

NOTE 12 — MANAGEMENT REVIEW OF SUBSEQUENT EVENTS

Subsequent events were evaluated through the date of financial statements issuance,
December 11, 2018.

-12-



TRI-COUNTY SPECIAL EDUCATION
COOPERATIVE NO. 607
INDEPENDENCE, KANSAS

SCHEDULE OF RECEIPTS AND EXPENDITURES

Regulatory Basis
For the Year Ended June 30, 2018

(With Comparative Actual Totals for the Year Ended June 30, 2017)

GENERAL FUND
Prior Current
Year Year
Actual Actual

CASH RECEIPTS

School Districts 3,382,001.71 $ 3,733,238.85

USD’s-State Pass Thru Funds 4,298,809.00 4.410,429.00

Federal Funds 1,745,317.00 1,747,202.00

Interest 17,215.24 16,613.47

Reimbursement of Expense 150,682.48 164,025.06

Miscellaneous 6,954 .44 10.00

Donations 1,199.20 1,277.00
TOTAL CASH RECEIPTS 9,602,179.07 $ 10,072,795.38
EXPENDITURES

Instruction 7,28467565 $ 7,946,367.15

Student Support Services 1,069,300.37 898,100.55

Instructional Support Staff 310,231.48 319,959.05

Central Administration 712,938.50 678,878.98

Operations and Maintenance 84,597.25 112,621.61

Student Transportation Services 133,842.18 142,035.80

Food Service 5,408.09 5,807.23

Prior Year Cancelled PO's - (15.41)
TOTAL EXPENDITURES 9,600,993.52 $ 10,103,754.96
RECEIPTS OVER (UNDER)

EXPENDITURES 1,185.55 §$ (30,959.58)
UNENCUMBERD CASH, BEGINNING 2,167,702.48 2,168,888.03
UNENCUMBERED CASH, ENDING 2,168,888.03 $ 2,137,928.45

13-
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TRI-COUNTY SPECIAL EDUCATION
COOPERATIVE NO. 607
INDEPENDENCE, KANSAS

SCHEDULE OF RECEIPTS AND EXPENDITURES

Regulatory Basis
For the Year Ended June 30, 2018

(With Comparative Actual Totals for the Year Ended June 30, 2017)

INSERVICE FUND

CASH RECEIPTS
School Districts
Miscellaneous
State Aid

TOTAL CASH RECEIPTS
EXPENDITURES
Instruction
Student Support Services
Central Administration

TOTAL EXPENDITURES

RECEIPTS OVER (UNDER)
EXPENDITURES

UNENCUMBERD CASH, BEGINNING

UNENCUMBERED CASH, ENDING

Prior Current
Year Year

Actual Actual

25,064.99 25,064.99
373.60 -

- 3,409.00
25,438.59 28,473.99
5,151.88 4,842 .52
15,728.90 13,730.85
1,299.25 2,283.32
22,180.03 20,856.69
3,258.56 7,617.30
7.453.10 10,711.66
10,711.66 18,328.96
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SCHEDULE 1
30f7

TRI-COUNTY SPECIAL EDUCATION
COOPERATIVE NO. 607
INDEPENDENCE, KANSAS

SCHEDULE OF RECEIPTS AND EXPENDITURES
Regulatory Basis
For the Year Ended June 30, 2018
(With Comparative Actual Totals for the Year Ended June 30, 2017)

SPECTRA FUND

Prior Current
Year Year
Actual Actual
CASH RECEIPTS
SEK Educational Service Center $ 941,615.08 $ 688,634.53
USD’s-Tuition 239,734.94 -
USD's-State Pass Thru Funds 676,078.00 715,601.00
Miscellaneous - 9,718.19
TOTAL CASH RECEIPTS $ 1,857,428.02 $ 1,413,953.72
EXPENDITURES
Student Support Services $ 1,925911.18 $ 2,058,766.13
TOTAL EXPENDITURES $ 1,925911.18 $ 2,058,766.13
RECEIPTS OVER (UNDER)
EXPENDITURES $ (68,483.16) $ (644,812.41)
UNENCUMBERD CASH, BEGINNING 823,492.33 755,009.17
UNENCUMBERED CASH, ENDING $ 755,009.17 $ 110,196.76
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TRI-COUNTY SPECIAL EDUCATION
COOPERATIVE NO. 607
INDEPENDENCE, KANSAS

SCHEDULE OF RECEIPTS AND EXPENDITURES

Regulatory Basis
For the Year Ended June 30, 2018

SCHEDULE 1
40f7

(With Comparative Actual Totals for the Year Ended June 30, 2017)

SEK ACADEMY GENERAL FUND

CASH RECEIPTS
USD’s-State Pass Thru Funds
Federal Funds
School Districts
Other

TOTAL CASH RECEIPTS

EXPENDITURES
Instruction
Institutional Support
Food Service
Repairs

TOTAL EXPENDITURES

RECEIPTS OVER (UNDER)
EXPENDITURES

UNENCUMBERED CASH, BEGINNING

UNENCUMBERED CASH, ENDING

Prior Current
Year Year
Actual Actual
$ 135,950.00 $ 133,965.00
30,000.00 30,000.00
150,000.00 150,000.00
1,685.75 7,500.00
$ 317,635.75 3 321,465.00
$ 20779454 $ 207,574.54
91,668.33 134,507.32
1,061.80 1,384.55
29.97 -
$ 300,654.64 $ 343,466.41
$ 17,081.11  $ (22,001.41)
53,508.05 70,589.16
$ 70,5689.16 $ 48 587.75
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TRI-COUNTY SPECIAL EDUCATION
COOPERATIVE NO. 607
INDEPENDENCE, KANSAS

SCHEDULE OF RECEIPTS AND EXPENDITURES

Regulatory Basis
For the Year Ended June 30, 2018

SCHEDULE 1
50f7

(With Comparative Actual Totals for the Year Ended June 30, 2017)

FACILITIES BUDGET FUND

CASH RECEIPTS
School Districts

TOTAL CASH RECEIPTS
EXPENDITURES
Repairs

Renovations & Remodeling
Construction

TOTAL EXPENDITURES

RECEIPTS OVER (UNDER)
EXPENDITURES

UNENCUMBERED CASH, BEGINNING

UNENCUMBERED CASH, ENDING

Prior Current
Year Year
Actual Actual
69,998.40 70,000.00
69,998.40 70,000.00
13,243.60 1,964.61
5,927.12 355,303.47
- 152,924.50
19,170.72 510,192.58
50,827.68 (440,192.58)
479,495.68 530,323.36
530,323.36 90,130.78
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TRI-COUNTY SPECIAL EDUCATION
COOPERATIVE NO. 607
INDEPENDENCE, KANSAS

SCHEDULE OF RECEIPTS AND EXPENDITURES

Regulatory Basis
For the Year Ended June 30, 2018

(With Comparative Actual Totals for the Year Ended June 30, 2017)

CONTINUOUS IMPROVEMENT GRANT FUND

CASH RECEIPTS
Federal Funds

TOTAL CASH RECEIPTS

EXPENDITURES
Instruction
Central Administration

TOTAL EXPENDITURES

RECEIPTS OVER (UNDER)
EXPENDITURES

UNENCUMBERED CASH, BEGINNING

UNENCUMBERED CASH, ENDING

Prior Current
Year Year
Actual Actual
71,872.00 71,872.00
71,872.00 71,872.00
68,872.00 68,872.00
3,000.00 3,000.00
71,872.00 71,872.00
7.422.66 7,422 .66
7,422.66 7,422 .66
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TRI-COUNTY SPECIAL EDUCATION
COOPERATIVE NO. 607

INDEPENDENC

SCHEDULE OF RECEIPTS AND EXPENDITURES

Regulatory

E. KANSAS

Basis

For the Year Ended June 30, 2018

SCHEDULE 1
70f7

(With Comparative Actual Totals for the Year Ended June 30, 2017)

TRI-CO FUND
Prior Current
Year Year
Actual Actual
CASH RECEIPTS
Construction Projects 3 23,648.17 14,684.04
Crafts 828.38 1,070.38
Reimbursements and Miscellaneous 2,119.57 316.63
TOTAL CASH RECEIPTS $ 26,596.12 16,071.05
EXPENDITURES
Construction Projects $ 23,569.23 14,618.52
Cookies 97.31 958.55
Crafts 722.36 1,107.38
Reimbursements and Miscellaneous 2,029.84 158.38
TOTAL EXPENDITURES $ 26,418.74 16,842.83
RECEIPTS OVER (UNDER)
EXPENDITURES $ 177.38 (771.78)
UNENCUMBERED CASH, BEGINNING 17,207.92 17,385.30
UNENCUMBERED CASH, ENDING $ 17,385.30 § 16,613.52
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TRI-COUNTY SPECIAL EDUCATION COOPERATIVE NO. 607
INDEPENDENCE, KS
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For the Year Ended June 30, 2018 Schedule 2
Page 1 of 1
Pass-Through CFDA Expenditures
Agency: Identifying Award Number Number (Regulatory Basis)

U.S. Department of Education:

Passed through the Kansas Department of Education:
Special Education Cluster (IDEA)

IDEA Title VI-Part B, IEP D0607 84.027 $ 1,726,674.00
IDEA Title VI-Part B, TIP D0607 84.027 71,872.00
IDEA Title VI-Part B Preschool Grants D0607 84.173 50,528.00
Total Special Education Cluster $ 1,849,074.00
TOTAL EXPENDITURES OF FEDERAL AWARDS $ 1,849,074.00

THE NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS ARE AN INTEGRAL PART OF THIS SCHEDULE.
-20-



TRI-COUNTY SPECIAL EDUCATION COOPERATIVE NO. 607
INDEPENDENCE, KS
Notes to the Schedule of Expenditures of Federal Awards

For the Year Ended June 30, 2018

Note 1. Basis of Presentation

The accompanying Schedule of Expenditures of Federal Awards (the “Schedule”) includes the
federal award activity of Tri-County Special Education Cooperative No. 607 under programs of
the federal government for the year ended June 30, 2018. The information in this Schedule is
presented in accordance with the requirements of Title 2 U.S. Code of Federal Regulations Part
200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards (Uniform Guidance). Because the Schedule presents only a selected portion of the
operations of the Cooperative, it is not intended to and does not present the financial position,
changes in fund balances, or cash flows of the Cooperative.

Note 2. Summary of Significant Accounting Policies

Expenditures reported on the Schedule are reported on a basis of accounting which demonstrates
compliance with the cash basis and budget laws of Kansas (regulatory basis). Such expenditures
are recognized following the cost principles contained in the Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federals Awards, wherein certain types of expenditures are not allowable or
are limited to reimbursement. Negative amounts shown on the Schedule represent adjustments
or credits made in the normal course of business to amounts reported as expenditures in prior
years.

Nofte 3. Indirect Cost Rate

The Cooperative did not elect to use the 10% de minimis indirect cost rate.
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YERKES & MICHELS, CPA, LLC

CERTIFIED PUBLIC ACCOUNTANTS

American Institute of Certified Public Accountants, Kansas Society of Certified Public Accountants

John D. Carroll, CPA Emily S. Erbe, CPA Ashley R. Osburn, CPA, MBAA

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE
AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Independent Auditors' Report

Board of Directors
Tri-County Special Education Cooperative No. 607
Independence, KS 67301

We have audited, in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States, and the Kansas Municipal
Audit and Accounting Guide, the regulatory basis financial statement of Tri-County Special
Education Cooperative No. 607, as of and for the year ended June 30, 2018, and the related notes
to the financial statement, which collectively comprise Tri-County Special Education Cooperative
No. 607’s basic financial statement, and have issued our report thereon dated December 11,

2018.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statement, we considered the Cooperative’s
internal control over financial reporting (internal control) to determine the audit procedures that
are appropriate in the circumstances for the purpose of expressing our opinion on the financial
statement, but not for the purpose of expressing an opinion on the effectiveness of the
Cooperative’s internal control. Accordingly, we do not express an opinion on the effectiveness of

the Cooperative’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented,
or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control over financial reporting was for the limited purpose described
in the first paragraph of this section and was not designed to identify all deficiencies in internal
control that might be material weaknesses or significant deficiencies. Given these limitations,
during our audit we did not identify any deficiencies in internal control that we consider to be
material weaknesses. However, material weaknesses may exist that have not been identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Cooperative’s regulatory basis
financial statement is free from material misstatement, we performed tests of its compliance with
certain provisions of laws, regulations, contracts and grant agreements, noncompliance with
which could have a direct and material effect on the determination of financial statement amounts.
However, providing an opinion on compliance with those provisions was not an objective of our
audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance or other matters that are required to be reported under Government
Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the result of that testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the Cooperative’s internal control
and compliance. Accordingly, this communication is not suitable for any other purpose.

Cfprdsc”s Plyeh s
YERKES & MICHELS, CPA. LLC
Independence, KS

December 11, 2018
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YERKES & MICHELS, CPA, LLC

CERTIFIED PUBLIC ACCOUNTANTS

American Institute of Certified Public Accountants, Kansas Society of Certified Public Accountants

John D. Carroll, CPA Emily S. Erbe, CPA Ashley R. Osburn, CPA, MBAA

REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL PROGRAM AND REPORT ON
INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

Independent Auditors’ Report

Board of Directors
Tri-County Special Education Cooperative No. 607
Independence, KS 67301

Report on Compliance for Each Major Federal Program

We have audited the Tri-County Special Education Cooperative No. 607’s compliance with the
types of compliance requirements described in the OMB Compliance Supplement that could have
a direct and material effect on each of the Cooperative’s major federal program for the year ended
June 30, 2018. The Cooperative’s major federal program is identified in the summary of auditors’
results section of the accompanying schedule of findings and questioned costs.

Management’s Responsibility
Management is responsible for compliance with federal statutes, regulations, and terms and

conditions of its federal awards applicable to its federal programs.

Auditors’ Responsibility

Our responsibility is to express an opinion on compliance for the Cooperative’s major federal
program based on our audit of the types of compliance requirements referred to above. We
conducted our audit of compliance in accordance with auditing standards generally accepted in
the United States of America; the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States; the
audit requirements of Title 2 U.S. Code of Federal Regulations Requirements for Federal Awards
(Uniform Guidance), and the Kansas Municipal Audit and Accounting Guide. Those standards
and the Uniform Guidance require that we plan and perform the audit to obtain reasonable
assurance about whether noncompliance with the types of compliance requirements referred to
above that could have a direct and material effect on a major federal program occurred. An audit
includes examining, on a test basis, evidence about the Cooperative's compliance with those
requirements and performing such other procedures as we considered necessary in the

circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for the major
federal program. However, our audit does not provide a legal determination on the Cooperative’s
compliance.

Opinion on Each Major Federal Program

In our opinion, the Tri-County Special Education Cooperative No. 607 complied, in all material
respects, with the compliance requirements referred to above that could have a direct and
material effect on its major federal program for the year ended June 30, 2018.

-24-

sl e 620-331-4600; Fax 620-331-0612
P : WWW.ymcpa.com




Report on Internal Control Over Compliance

Management of the Tri-County Special Education Cooperative No. 607, is responsible for
establishing and maintaining effective internal control over compliance with the types of
compliance requirements referred to above. In planning and performing our audit of compliance,
we considered the Cooperative’s internal control over compliance with the types of requirements
that could have a direct and material effect on a major federal program to determine the auditing
procedures that are appropriate in the circumstances for the purpose of expressing an opinion on
compliance for each major federal program and to test and report on internal control over
compliance in accordance with the Uniform Guidance, but not for the purpose of expressing an
opinion on the effectiveness of internal control over compliance. Accordingly, we do not express
an opinion on the effectiveness of the Cooperative’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing
their assigned functions, to prevent, or detect and correct, noncompliance with a type of
compliance requirement of a federal program on a timely basis. A material weakness in internal
control over compliance is a deficiency, or combination of deficiencies, in internal control over
compliance, such that there is a reasonable possibility that material noncompliance with a type of
compliance requirement of a federal program will not be prevented, or detected and corrected, on
a timely basis. A significant deficiency in internal control over compliance is a deficiency, or a
combination of deficiencies, in internal control over compliance with a type of compliance
requirement of a federal program that is less severe than a material weakness in internal control
over compliance, yet important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control
over compliance that might be material weaknesses or significant deficiencies. We did not identify
any deficiencies in internal control over compliance that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

The purpose of this report in internal control over compliance is solely to describe the scope of
our testing of internal control over compliance and the results of that testing based on the
requirements of the Uniform Guidance. Accordingly, this report is not suitable for any other
purpose. ‘ ‘

] 93@ L1
YERKES & MICHELS, CPA, LLC
Independence, KS

December 11, 2018
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TRI-COUNTY EDUCATION COOPERATIVE NO. 607
INDEPENDENCE, KANSAS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

For the Year Ended June 30, 2018

Section | - Summary of Auditors’ Results

Financial Statements
Type of auditor’s report issued in accordance with regulatory basis: Unmodified

Internal control over financial reporting:

Material weakness(es) identified? Yes No_ X

Significant deficiency(ies) identified? Yes No_ X

Noncompliance material to financial statement noted? Yes No__ X
Federal Awards

Internal control over major programs:

Material weakness(es) identified? Yes No_ X
Significant deficiency(ies) identified? Yes No__ X
Type of auditor's report issued on compliance for major programs: Unmodified

Any audit findings disclosed that are required to
Be reported in accordance with 2 CFR 200.516(a)? Yes No__ X

Identification of major programs:

CFDA Numbers Name of Federal Program(s) or Cluster
84.027 & 84.173 Special Education Cluster

Dollar threshold used to distinguish between type A and type B Programs: $ 750,000

Auditee considered a low-risk auditee? Yes No X

Section Il — Financial Statement Findings

No matters reported.



TRI-COUNTY EDUCATION COOPERATIVE NO. 607
INDEPENDENCE, KANSAS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended June 30, 2018

Section lll — Federal Award Findings and Questioned Costs

DEPARTMENT OF EDUCATION

Passed through the Kansas Department of Education:
Special Education Cluster (IDEA) - CFDA #84.027 and #84.173

No matters reported.



